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An appeal has been filed on hdialf ofthe property owner with the State Board of

Equal zilLion. 1 ire untkriuncd adminisrative judge c inducted a bean rig iii tin’ flatter Li] I

April I 2, 21106 in Blountville, leri’ics.ee. In atle’il;’iicc at lie heariii weic Benr&ni Ci. LiFe.

and Sullivan County Property Assessors representative, ilendura Maijics.

FIINDICiS OF FACT ADCONCLUSICINS OF l.AW

Subject properly eLitisists ota single faniily reptIeiiee wfth a niest rouse lucatcil II

Pcridleto’i Drive in Bristol, enries’ee.

mc taxpayer contended that subject properly should he valued at S401.7U0. In

supxirt of titi> position, the taxpayer argued that the 2{ 3 eoLiIItv ide reappraisal program

eaiicl the pIrLIial ofstihjccr properly to increase cxeessvelv. he taxpayer maintained

thai tire Following Iiclors support a redriclion ri value: II the original purchase price iiii

November 28, l99g was S38I.000 and included three lots; I a fee appraiser appraised

subjeci properly with I loll ft $3411,I8l} us ofC*toiicr 3!, 2Util; 3 the Sullivan! ‘oii,’lv

Board of Equalization rL’dL]CC&L the appraisal oldie icst house in 2004 to 5I.uIt]lj here:is it

is currently appra eLl at S5u.72 : 4 the actua’ cost to construct the guest hoLi,e "a’

$49634; t the primary residence could he constructed today at a cost of 2 4Y.4 3 a rid ô

local realtors 1ia’e indicined a nudest 1% increase in value dunng the jiat our ‘I years.’’

lie assessor contended that subject propert should he alued at $45.lRl. lii stippont

ofthis position, the assessor introduced anther’ oluminous exhibit prepared by the recently

retired reappraisal ctx’rd i iator, <LIII’ Brown. 1 r. Bwxvn’s exhibit essentially contained six

6 eorirp;irahle LLIe ml various docuniietits suniniarizing the appraisal histor or si’hiecl

propel’. Mr. Brown a’erteLl that subjecl land Iras heen C]’J’O]1cOilSly:i11i’aFseLl ruin 2002 to

2005 mid should be appraised at SST.91 7, Mr. Brown also noted in the narrative portion of

his exhibit tliut the appraisal oldie guest house wJ prorated by the Sullivan .ounly Board of

Equalization in 7lH4 hecaijse it a’ tPii5idCCd incomplete ton property K 1Li9oeS.



The basis ofvaluation as stated in Tennessee Code Annotated Section 7--6}l a i

that It]lle value utaH property shall he ascertained torn the evitIcn:t ot its sound. intrinsic

and ininniate value. tot purItses ol saile heiween a willing selici iid a willing buyer

without coiisideniiion ut specLilatite ‘alLie’

Alter Irac in reviewed all the eidciice ii the case, the administrative judge ti nds that

the .‘uhject properly should remain lued it S42t120 based upon tire pr-esutnptinii ol

correctness attaching to the decision olthe Sulli’ iii <runty bait! IlqutIii.;ititiii.

Since I lie taxpayer is appealing from the determinat jot’ of die Su Ill van Coiuitv Board

of F:1ualization, the burden of proof a on the taxpayer. See State I ard of I pill ization Rule

06l{-l -.1 HI arid fli, mi-k ,tiitio lmJrony U. feint tee U tiler rwIi:v this,,,! Buci,d,

621 SW.2IJ IS COil. App. 1951.

As will he disc Lbsed heCtnv. the adminisiratie judge fink that the taxpayer imrodttced

iiisuttic cut evidence to et alil ish subject property fair market value as of January I. 20

the reIe’arit assesincttt date pursuant I’ leun. tide Aiiii. i7-5-fl1{a. lilleed. Nh. Cole

candidly stated that lie had "no idea’ "hat subject property would sell for tottered 11w sale.

The adniinistrative judge finds thai the fair market value olsubject property as of

.lanu.ur I, 2{{5 eoitstiftites the relevant issue. Ike LInhinistratie Lidge litids thu tire

Assev,trctit Appeal. ommisskm si’ repeatedl rc,cclel arguntienits used upoit the ahIiltitlt

by which an appraisal has increased as a consequence of reappraisal. F or examlil c. the

Commis>ion rejected such an argument in KB. Kis’u/I, Jr. Shelby County, lax Years 1991

md I 9C I reasoning in pertinent part as fol low>:

rue rate of inicrease in the asscs]iicr it ni the su hje:t
proj’e since the lasi reappraisal or even last year may be
alamtine but is not e deuce that the value is wrong. It is

ci niceivable that iii ILC may change drannaticall for on1e
m>peflics. overt over so short of time as i year, -

Ihe hest evidence tithe present value of a reidentinl
properly is generally sales ofproperties comparable to the suleLt
companhle in features relevant to ‘alue- Perfect coiiipaiabilitv is
not requii-cd. hut rile’ ant differences should he explained and
accounted or by reasonable adjustments. II’ e dci ice of a salt is
presented without lie required onalvis ttlcorrr1s,rahd’iv, it
difficult or iinpnsible or us to use the sailc as an indicator of
? Lie. - - -

Final Decision and Order at 2.

The adminisiiati-e judge tintl.s hat the ta.picr’ 1,urcFt;tse ut sLihicci property in

and the 210! appraisal lack probative tatlue giveil a January I. CH.l assessirreirt date. Flic

administrative judge finds that much niore recent saLes would normally he utilized to

establish subject property’s tiir market value.



The administrativejudge fiid that even lit is :Lsumed ariujendo that a reliable

conciti ‘ion I value cannot he derived from comparable saks due to a ] ack of sales iii tie

iminetljaic area, the ta.’l vers"ct appioncficc l tot conipon iii generally accepted

appraisal pmctiee in certain significant respects. Most importantly, the adrninisaative judge

finds thai entrepreneurial profit ha not been accounted for. As explained in one authoritative

text:

When the direct and indirect cost.s of developing a property are used
to provide an indication of value, the rppm i ser ‘nut also inc lode an
economic reward sufficient to induce an entrepreneur to incur tile
risk r,suci:ited with a building project, or a completed pnljcct it

stabilization. the di tkrencc between die sum of direct and indirect
costs irid lie market aluc ofthe prorty is the erlirepirricu’ ia
profit or loss rca lized:

Niarkel Value
- total Cost of Development

Latrcpr-eiieui-iah Profit or [Ass

In other words, to oi’c fir profit the appraise, na’ coltipare market
value md the value indicated by the cost Lpproaeh without proht
Whether or not a profit is actually realized depends on how welt the
entrepreneur has an:tt vied the market dema rid for the property.
selec ted the site, and consiructcd the improvements.

Appraisal Institute, ‘Ak .-itprnimI o/flti/ Eslcilc at 6O. Moreover, Mr. Cole’ hackuiaind

in construction enables him to avoid certain direct and indirect costs nonnally incurred by the

t pical buer. the same text sununai-izcs the costs customarily included in a cost apprtmac hi

1ohlo’ :

Jo tIes etop cost estimates for the total buihdintz. apprai ers must
comm.ci iler direct hard and indirect soft IF costs. Both types of cost
are essential to a rehiabte co-st estimate. -

I i rect coiiti’neti n ctsi include time c ol ,iiaterial and labor N

well as thc contractor s profit required to consi met the
inmprieilIellt on the eflective apprai>aI dale. 11w ‘cilicad arid
profit ofthe general contractor and various subconl]acton ire pan
of the u’ual coiistructi,i contract and, therefore, represent direct
costs that should always be included in the ens’ estiiii:itc. -

Indirect co.ts are ex1,e,ijiturcs or ihitioaciccs that aic necessary
for cl,trllcliilil hut are not typicaflc part iii the cnriiriictioii
Co ‘it [act.



taWe 14.1 !ircct Costs and Indirect Costs

Direct Costs Indirect Costs

* Building penitils * .rcliileL-tural and eiiiclecl ing
lees br pliic plan checks

* Materials, products. and surveys tn establish hui [ding lures
eqUipment and g,-adc. and cliv’ ronnicntal

sILidies
* Labor Li ‘eL in olbWCl ‘Oct

* ..1praisal. cniis,mlting.
* Equipmiient used in construction accounti iiz. and Lcga] tcc

* Security Luring consi ruct fl * The eo-t of canyirtg the
ilivesinient in Ia nd arid contract

* Contract, ii* s shack and
ie.npi’i’rv lenciicc

* Al [-s k tl’urance C pei1c and
* Niaterial stora2c Civilities ad valorem taxes during

construction
* l’ovei lute itItallar]u]i JItLI
t,tiliiy C,isls .1 lie vist 1ft mTvittg the

invcsiiiient in the propen’ ilter
* Cu,il I-actor’.’ prolit and construction is complete hut
o erhead, includingjob hebi,re stabilization is achieved
s,JJ’cr ii,iI coordination and
LttalI:iCIilciIt L .tCli t1ipiiipriatc; * Stipplciiiental cnpitiI

vorker’s corl1petIatiL}ii: Intl llIvL,tIiicpli lit teitalit
tire. liability, anti unemploynienc ilIIlJLTyeInenLs and lcas,,tiz
insurance corflmis,ior,s

* l’erlor,nance hid, * Nt,,ketiug coqs, sales
COlflinis’iciN md ;mnv
‘p1111 bk ho ILling cosi’ I
icEijeve sL;ihilited occupatlt’y Ii a
normal market

* Adminii rati e expense’ of thc
dccc] Liper

Id. at 3S-,

1hc admliistrativc judge finds the decision olthe Sullivan County Board ot

Equalization to value the guest muse in 2304 at SSL ,9{ ‘I irrelevant for at least two rasotls.

the local board niw huisi’ lI;ttl ii dilleieiit vic ill U0S witch it set the cunenit Ipprahil

ut st mhicc t property. Sectuid it appears from the :l’scsOr s proof thai the LZLLCI hi u,c waN

appraked as incomplele in 21114 and the 5r9iJlJ value was a prorated value

The at [In in stiuttive judge finds that the local reallors reterrctl 1i by 1 c-. Cole were not

hrescilt to Ic,]y or LiIic!c-rgo erLTss.camIi,Iatioii. Ftinher,norc. it out evell clear Lt;tl hiLl

Tie realtors migltt lta’c considered in an1in it Iteirestiniates. The adniinistnitie judge

linds such hearsay has no probative value,



The adniini>trative judge finds that just as the taxpayer has the burden ofproofto

support a reductton in ‘a] ic, the a.’.c’s’ has Ike burden to support an increased ‘a luc.

Respec liii lv. the adni inn istrative udge linids the assessor introduced irisutOcicrit

evidence to support an increased appraisal. ftc admniiistrativejudc finds that the assessor

sales ‘o,e not adjusted in accordance ith generally accepted appraiaI practice>.

Given the lorezt,ing. the adn1in]lr:IlEve ILalc linds hat Ilie current ippril-al

S42L.?O!I should remain in eJRci hactl upon the ]ircunn]tLlnr OrCLlllCC[,C55 attacliiitg to the

decision ofthe Sullivan County Board el Equalization.

OR! F. R

It i therefore 01W ER ED thai the folk i u va’ue aiid i’crn en! he adopted ir ax

veal

NTl ttJ ]VPROVFM[NTVAL.UF IOTA!. VAlUE. ASSESSMENT

S3 I 210 3.50 $429,0 SI 17.42

his FURl I Ilk I RDflRFl that any applicable hearing cu’t’ hi Lsscsed puriiatit In

leciti. ode Arm. § r,-- I SOld and State Hoard ii I.qLlalization Rule 16110- I-. 17.

Pursuant to the Uniform Administratie Procedures Act, cnn. ode Arm. 4-5-

301-- .‘?S. cnn. title Anti. 6’-S-I {II ,and the Rule’ of .pniteled Case Procedure el ‘lie

State Board olEqualizatirri. the panic.’ ire adrscd idle lollowing relIletile’:

I. A party ma appeal this decision and order to the ASCsSIIICnI Appeal

‘omrnision pursuant to lena. Code An,i. § 67-5-1501 and Rule tilE RI- I -.12 of

the I oniested Case Procedures ‘1 the Stace Board of Equalization. Ten,iessee

Code Annotated 67-5-1501c provides that an appeal "ni,"t be filed within

thirty 30 days from the date the iniflal decision is sent." Rule 0600-1-12

of the onresled use Pn,cedures or the Stile E hard of I qua’ i/al eli provides

that the appeal he Iled tb the Fcculi C Secretir’ ol tIre Slate Board and that

the appeal "identi h the allegedly cr1011 ciii’: finidiiigs of ‘act and/or

conclusions of law iii the initial order"; or

2. .. party may pelition for reconsideration of this dcc isini i mid order pursuant to

lenn. Utule Arm. .4-5-3 17 within lIken IS d;i’ ol the entry t1 the order.

he petition for recoils deration must state the specific gn Lint1’ Ifi nn Which

relief is requested. lhe filing of a petition for reennisiderar ion, is not a

prcrequisn IC nr seekniirz idiniiniistrit,’ C or Judicial review;

3. A party na petition Cot a stay of et Teetivei ‘c I, this dcc in flr and order

pursuant to Tenn. Code Ann. - I C, withjr seven 7 days of the entry MI the

order.



Ihi order does not become final until an official certificate is issued by the

Asst,sment Appeal Comniiss ion. tilcial criificatcs are nonnall i.stLcj nty-fi ye [75

tLi alier the entry iftlie initiai deciiiu and order itiu pany ms appcalLd.

!TN1l..HLI this 20th day t .pril. 2006.

‘Fly.
NIARK J. MINSKY
ATII1S1]C.VFIVI-I JUIm1I
ILESSEE DI:PARLMENTOF STN]1.
ADMINISTRA lIVE PROCEDURES DIVISION

C: Ir. Henioti U. tile
Bob lccnliour, As.essw of Property


